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Depreciation Practice and Plant Records
By O. E. Fischer
Before the enactment of the revenue act of 1909 depreciation
practice in a great number of industrial organizations was not only
unscientific but often capricious. A year of small profits would
often be charged with no depreciation at all, and a year of business
prosperity would be charged with an amount wholly inadequate
for its purpose. After a year of good business the management
would gauge by the amount of the profits the extent to which
depreciation of plant and equipment had been sustained during
the year, so that depreciation as recorded frequently measured
fluctuations of income rather than the effect of time, wear and tear.
Those who made regular provision for depreciation usually
wrote down the asset accounts by yearly credits to reduce them to
values fixed at the end of the year. These values often were set
after consideration had been given to realty fluctuations and other
unrelated factors. In many instances a fixed percentage was
employed, but in utter ignorance of the results it accomplished
and to avoid the necessity of opening separate accounts for de
preciation reserves. A rate of say 10 per cent. might be used
which, through its application against an ever diminishing balance,
effected a constantly decreasing allowance and never completely
removed the cost of the asset from the books. While sometimes
accountants are still found who regard it as the proper method,
because of the fact that there is a decreasing write-off in successive
years offset by ever increasing charges for repairs, its employ
ment has always been frowned upon by the income-tax unit and
it has practically gone into disuse together with the antiquated
method of writing off depreciation in accordance with the size
of the profits for the year.
Section 38 of the revenue act of 1909 allowed as a deduction
from income subject to tax “a reasonable allowance for depre
ciation of property.” In view of the fact that the rate of tax
under that act was only 1 per cent. of net income, consideration
of the precise meaning of the term depreciation so as to assure
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correct and adequate provision in arriving at the taxable income
was not of much importance to smaller companies. It did, how
ever, become important in the case of companies whose investment
in equipment was large, with a consequently great amount of ex
haustion, and the question came to issue in the suit of San Fran
cisco & P. S. S. Co. v. Scott, collector (Fed. 854). In that case it
was held that
“ Depreciation, as used in the statute ... is intended to cover the es
timated lessening in value of the original property, if any, due to wear and
tear, decay or gradual decline from natural causes, which at some time in
the future will require the abandonment or replacement of the property,
in spite of current ordinary repairs.”

Not until the revenue act of 1917 came into effect did deprecia
tion deduction become one of the major items of consideration in
the tax return of the average company. In that act, however,
the tax on income reached the unprecedented rate of over 60 per
cent. and in the act of 1918 the tax was over 80 per cent. in cer
tain cases. Under such conditions a deduction of each $1,000 of
depreciation might result in a saving of $824 in taxes as against
$10 under the act of 1909. Consequently, many disputes relative
to depreciation arose between taxpayers and revenue agents,
particularly in the year 1918, and a general awakening to the
importance of proper classification of capital and revenue
expenditures was also noticeable. The disputes which arose
often turned about the question of what rates were reasonable,
the taxpayer usually going to one extreme and the revenue bureau
to the other.
In addition to its effect on net income, the special provisions
of the excess-profits tax made the correct deduction for deprecia
tion of outstanding importance through the necessity of arriving
at proper net values of assets for purposes of invested capital.
Wrong depreciation, of course, results in an incorrect statement
of the cost of product and of other operating costs in addition to
misstatement of assets, but its ill effects are most quickly realized
in the repeated and annoying adjustments made by revenue agents.
Aside from the residual or final scrap value of assets, which is
at best a pure guess, there are only two factors involved in the
computation of the depreciation deduction, viz., the cost and the
useful life of the asset. The cost of an asset is, in ordinary cir
cumstances, quite easily determined; or, if March 1, 1913, values
are applicable instead of cost, such values have in practically all
cases of depreciable assets been agreed upon between the tax162
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payer and the revenue department. In most cases there has also
been mutual assent as to the rates to be used.
With the removal of all controversy relative to the two factors
needed for computation of depreciation, it might be assumed that
deduction of the proper amount is now assured in practically all
future tax returns. This assumption, however, is very far from
true. It is true that ordinarily the rates agreed upon are main
tained, but through omissions of charges to the asset accounts
for legitimate capital additions, transferred from repair accounts
by the revenue agents, or because of a strained interpretation of
the law emanating from the income-tax unit (e. g., I. T. 2356)
as well as through other causes, the basic figures upon which
depreciation is allowable often become obscured.
Though there are, as mentioned, occasionally other causes
which complicate the computation of depreciation, most errors,
by far, arise from the fact that adequate records are not kept.
If one account only were kept for all accounts receivable it
would not take more than one month for difficulties to develop.
It would be difficult to ascertain the amount owing by most of the
customers; it would be impossible to follow up delinquent ac
counts; proof of the correctness of even the total asset could not be
obtained, the figures shown becoming in fact more and more ficti
tious as time went on. Obviously a capital-asset account fares no
better unless a detailed plant ledger is kept, the aggregate amount
of which is periodically reconciled with the figures reflected in the
capital-asset account on the general ledger. Without such a
record the actual cost of the present plant and equipment soon
becomes an unknown quantity with the result that from time to
time appraisals are considered necessary to get a new start. Even
appraisals, however, are not satisfactory, for it is impossible to
reflect therein actual cost, since the years of purchase of all assets
can not be definitely ascertained.
Nearly all record of the individual items comprising the plant
investment having been lost, the basis for depreciation is likewise
lost. In the absence of a better basis, the rate of depreciation in
use is applied against the balance shown in the capital-asset
account year after year.
Obviously, such a method, or rather lack of method, leads
eventually to a condition where the amount shown in the reserve
for depreciation is absolutely void of significance. As one of the
direct results, depreciation is taken on assets no longer in exist
163
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ence, or on those which have been fully provided for through
depreciation of past years.
With this in mind an examining revenue agent makes an at
tempt to get at the allowable depreciation as nearly as incomplete
records will permit. As a result some depreciation is almost
always disallowed.
If the method of compilation often used by revenue agents is
followed to its conclusion, the final result is the reversal of all de
preciation previously granted. Having deducted an allowance on
a ten-year asset for the full ten years, it should now be considered
no longer. However, its dismantlement, with consequent re
moval from the asset account at the end of that period, causes a
credit equal to its cost (which must often be estimated because of
inadequate records) to appear in the asset account. This credit,
of course, applies against assets now eliminated in the computa
tion of depreciation, but because of lack of complete data as to
when the assets were purchased, it is offset against the cost of assets
acquired in the current year. By calculating depreciation on
the net asset additions for the year, the depreciation allowed in
the first ten years in respect of the asset dismantled is reversed by
deduction in the succeeding ten years. Certainly the cost of an
asset disposed of should be taken out of the charges of the year in
which it was acquired, the additions for that year having usually
been fully depreciated, and should not be applied against the
additions of a year for which depreciation is still allowable.
To show some of the far-reaching effects of incorrect methods
used, the following examples are offered. In each of them the
rate of 25 per cent. is used for convenience. Example I shows the
over-depreciation resulting when fully depreciated assets are not
taken out of the asset balance used for calculating depreciation.
Example II shows the result of the arbitrary allocation of dis
mantlements and discarded assets to the year of discard rather
than to the year of acquisition. In example HI the additions and
the deductions of the year 1925 are applied to the years of pur
chase. The figures $45,375, $12,250 and $33,125 are respectively
the amount deducted by the taxpayer, the amount allowed by the
revenue agent and the amount which would be allowable if proper
records were kept.
example

I

The taxpayer’s usual method takes full depreciation on the bal
ance in the asset account at the beginning of the year and one half
164
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of the yearly rate on assets acquired during the year. This re
sults in excessive depreciation to the extent of assets fully depreci
ated in prior years.
Asset
account Depreciation taken
$165,000
25%
$41,250
33,000 X of 25%
4,125

Balance of account Jan. 1, 1925...................
Additions for year, net..................................

Balance, Dec. 31, 1925..............................

$198,000

$45,375

EXAMPLE II

The effect when assets disposed of are not applied to the year in
which they are acquired may be seen in the method usually
adopted by revenue agents. The asset account shown in the
preceding example is divided to show the net yearly changes
in the account which compose the total of $198,000 shown in
example I.

1920.................
1921.................
1922.................
1923.................
1924.................
1925.................

Composition of asset
account showing net
additions by years Depreciation allowed
.............
$100,000
Fully depreciated
.............
65,000
X of 25%
.............
4,000
25%
...............
10,000
25%
.............
6,000
25%
.............
33,000
X of 25%
$198,000

None
$8,125
1,000
2,500

1,500
4,125

$12,250

EXAMPLE III

The method based on correct principles, under which assets
sold or discarded are properly allocated, is shown as follows:
Composition of asset
Composition
account Jan. 1, 1925 Changes
at
by years of purchase for 1925 Dec. 31, 1925 Correct depreciation
1920.. ........
$30,000
$30,000
Fully
depreciated
16,000
1921.. ........
$3,000
13,000
½ of 25% $1,625
1922.. ........
20,000
7,000
13,000
25%
3,250
1923. . ........
54,000
9,000
45,000
25%
11,250
45,000
1924. . ........
6,000
39,000
25%
9,750
1925. .
58,000
58,000
X of 25%
7,250

$165,000

$33,000

$198,000

$33,125

A comparison of the results makes further comment unneces
sary. The error of both the first and second methods is seen at
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once. Even the method set out under example III is deficient to
some extent in that it treats assets in the aggregate and not as
specific units.
If, instead of crediting the asset account with the cost of assets
discarded, the selling or salvage value only is credited, the results
shown in example II are partly overcome because yearly deprecia
tion will thereby be reduced by only the amount applying against
such residual value and will eventually be allowed on the “value in
use” of the entire asset. However, aside from overstatement of
the asset on the balance-sheet, the depreciation charge is affected
in years when the asset no longer exists, being overstated in the
period immediately succeeding and understated thereafter.
Moreover, the revenue agent may of right transfer the entire re
alized scrap value to income because the date of acquisition and
the cost are not known and it is not unfair to assume that the asset
has been fully depreciated.
In the foregoing only one point has been considered, that of
allocation of assets to years of acquisition. No attention has been
given to the result of the customary use of a fixed rate. It is gen
erally intended that the rate used be an average or composite
rate, in which is reflected the span of life of all the assets collec
tively. Four machines costing $1,000 each, having a composite
life of twelve years, require an annual provision of $333.33, or
8⅓ per cent. of cost. If, however, analysis of the assets shows
that the lives of the four machines are respectively 4, 9, 15
and 20 years, it is apparent that depreciation taking place is
as follows:
Machine
Life
A.......................................................................
4
B.......................................................................
9
C......................................................................... 15
D......................................................................... 20

Annual
provision
$250.00
111.11
66.66
50.00

Rate
25%
111/9%
6⅔%

5%

$477.77

When these rates are applied, depreciation for the first four years
is $477.77 annually, or 11.94 per cent. of the total cost of $4,000.
After that time machine A would be fully depreciated and the
annual provision decreased by $250. The results for the following
years would then be:
5 years, $227.77, annual provision, or 7.59% of asset values
6 “
116.66
“
“
“ 5.83%“ “
5 “
50.00
“
“
“ 5.00%“ “
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It will be noted that with each new asset acquired and with each
asset discarded, the composite life, and therefore also the rate,
changes.
If it were possible to determine accurately the real average life
of the aggregate of assets; if each asset were replaced at the end of
its life; if the cost of the new asset did not differ from the cost of
the replaced asset; and if the ratio of 4-year, 9-year, 15-year and
20-year assets to total assets were always maintained, then the use
of an average would commend itself. However, such an ideal
situation can be conceived but not attained and the method,
though easy of application, leads to a hopeless condition of the
reserve for depreciation.
The matter is even worse than at first appears because at the
time the 4-year asset is discarded an attempt is made to adjust
the asset and reserve accounts to reflect the changed values.
Based on the average rate of 8⅓ per cent., the asset is now con
sidered only ⅓ depreciated on the books, wherefore an entry is
made to surplus recording as a loss
of the cost of the asset, a
loss which does not in fact exist. On the contrary, should the
20-year asset be dismantled after 12 years, the loss of the remain
ing 8/20 of the original cost would be entirely ignored in the
records.
It is quite obvious then that the use of a flat or composite rate of
depreciation on a group of assets is misleading and results in
fictitious net valuations and inaccurate depreciation charges.
The examples given are not exhaustive and there are many
more by which the need of better records of plant equipment could
be shown. No mention has been made of cases arising under
insurance-loss adjustments nor of the need of proper records as a
guide to the amount of insurance which should be carried. Like
wise, nothing has been said of the need of proper records to permit
a check on the accuracy of the estimated depreciation rates or
as a basis for allocating the correct amount of depreciation to
departments for purposes of accurate cost finding. The inade
quacy of usual records, because of failure to provide a check on
disappearing assets, and in the case of an expected quick sale of
the entire plant and equipment or of even a specific group of
assets, has also not been discussed. Every accountant knows
of cases in which the capital-asset account represents nothing
but a conglomerate mass of figures which are carried only because
no better information is available.
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Sometimes an appraisal is ordered in an attempt to resurrect
the correct asset values and to adjust the book figure to a sig
nificant amount. After the appraisal, question then arises as to
how much of the difference between appraised values and book
figures arises from each of the following causes:

(a) Errors in computation of depreciation.
(b) Neglect to remove the discarded assets from the asset ac
count.
(c) Erroneous rates of depreciation.
(d) Errors in making the appraisal.
(e) Pure appreciation (the sin of today’s reproductive-values
theory).
The errors arising from (a) can be entirely eliminated by
keeping a proper plant ledger; those arising from (b) and (c)
could be adjusted so regularly and with such little difficulty
through the use of a plant ledger that the effect would not be
sufficient to cause even a ripple in the yearly profit-and-loss
statement; those of (d) would seldom arise because appraisals
would be unnecessary, except for prospectuses, and those of (e)
could not occur except by intent. The whole requirement is a
proper plant ledger kept by departments, enabling the foreman of
each department once or twice a year, preferably during the slack
season, to review his section and report any assets his department
no longer has. Obviously assets such as small tools should not
be charged into the plant ledger but one of the usual practices
such as that of inventorying the tools annually should be adopted.
Considered from all angles, the plant ledger is of undeniable
benefit and its absence in many corporations is excused only by
the contention that its upkeep involves a great amount of labor
and expense. It is, of course, true that some labor is necessary
for the installation of such a record. However, once installed,
the work under a proper system is easily managed. In fact, if the
conditions arising from a lack of such a record were fully realized,
it would be found that in many cases the saving of tax and of time
in tracing back the cost and depreciation on assets sold or discarded
would more than offset the time required in its maintenance.
Great care is exercised to show the other assets on the yearly
statement at correct values. In fact, meticulous exactitude is
often exercised to show deferred charges which sometimes have
no intrinsic value and are set up merely to relieve surplus account
of excessive charges in one year, viz., organization expense, ex168
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perimental expense, etc. down to the last cent. Yet any errors in
the values of all these will probably adjust themselves in the sub
sequent year. On the other hand, incorrect statement of plant
values has a permanent effect on surplus.
The greatest obstacle to the installation of a plant ledger arises
from the necessity of an inventory of plant equipment for a proper
beginning. Without doubt such an inventory is highly desirable
and as a basis for a plant ledger an appraisal is to be recommended.
However, as previously noted, many difficulties arise when an
appraisal is made and the resultant figures are almost always in
excess of book figures. Conservatism and sound accounting
demand that no element of appreciation be reflected in the books.
Therefore, instead of writing up the asset account, the appraisal
should be used as a basis or inventory only and as many of the
assets as possible should be repriced at actual invoice prices and
the amount thereof transferred to a new plant-assets control
ling account. It will be found that in the majority of cases it is
possible to ascertain the costs. Where, however, this can not be
done it will generally be practicable to establish them by corre
spondence with the makers of the equipment. A comparatively
small group of the assets must then be priced by scaling down the
appraised figures to meet the remaining balance in the old asset
account. These figures will, of course, not be very accurate but
they will serve as a beginning towards proper practice and will
serve to lead the way out of an apparently hopeless situation.
Depreciation on all the assets listed in the appraisal must then
be taken at rates representing their remaining life. An estimate
of this can be made quite easily as the appraisal will show the per
centage that each asset has depreciated to the date of the ap
praisal. Aside from the fact that the appraisal furnishes a fairly
complete inventory, it often conveys a comprehensive revelation
of the extent to which neglected records are deceiving. It may be
found that a plant considered depreciated only to 75 per cent. of
its value actually reflects a shrinkage of 50 per cent.
Some people object to the expense of the appraisal and to them
a physical inventory of all equipment by employees is recom
mended. This inventory could be priced from such invoices as
are available and the depreciation calculated on each asset. The
cost and dates of purchases of such assets for which invoices are
not available would have to be learned from the manufacturers.
This can be done in most cases if the serial number of the machine,
169
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which usually appears on some part of it, is given. Adjustment
is then necessary to reflect the figures so compiled, but for pur
poses of income tax any balance of the asset account not accounted
for must be depreciated at the rate previously used until the bal
ance is entirely exhausted.
This method, of course, entails time and work and objection is
therefore often made to it. Yet even those who do not care to go
to this trouble may work toward perfection gradually by starting
a plant ledger containing only the larger assets which are longlived, and transferring only the cost and accumulated depreciation
of these to the new plant-ledger and reserve-for-depreciation con
trolling accounts. All new plant equipment purchased there
after may then be accounted for in the proper manner and the re
serve against the old unidentified capital assets, the cost of which
was not transferred, will eventually equal the corresponding
asset account and so both will vanish. It is possible under this
arrangement constantly to come closer to the ideal by transferring
from time to time from the old asset and depreciation-reserve ac
counts to the plant-ledger controlling account as many of the un
identified assets as time for analysis of past purchases will permit.
The mere fact that the accounts may not be placed on an en
tirely satisfactory basis immediately affords no reason for failure
to make a start. Even if a plant ledger at its inception contains
only current purchases and entries, there will at least be a trend in
the right direction and in ten years’ time most of the plant equip
ment and furniture will be accounted for in the new record.
The human being is always anxious to follow the line of least
resistance. In some respects this trend is highly commendable
because it has resulted in the invention of most of our labor-saving
devices. Only the urge of necessity makes one keep records at
all and even then there is a constant weighing of the results ob
tained against the work entailed. Such is the case with the plant
ledger. Often its value is underestimated; more often, however,
the work of upkeep is overestimated. The following list of rules
is suggestive of a plan by which a plant ledger may be kept with
a minimum of labor:
1. The depreciation set up monthly in the reserve-for-deprecia
tion controlling account should be based on the balance
of the asset at the beginning of the year, plus one half the
estimated additions for the current year, and the figure
so obtained adhered to unless a decided change occurs in
the amount of the asset account.
170
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2. The adjustment to exact figures should be made only once a
year.
3. This adjustment should be made in the month prior to the
last month of the year and the correct depreciation for
the last month determined then to avoid crowding in the
closing month.
4. The yearly depreciation of each asset acquired should be
spread on the plant-ledger card for the entire estimated
life at the time of acquisition, to save posting in detail
at the end of each period.
5. The depreciation of each asset should be shown in cumula
tive figures for each year rather than in the amount of the
provision for each year.
6. Depreciation on assets should be carried to the end of the
year in which discarded, except in the case of very large
items which might distort the figures too greatly.
7. The plant-ledger sheets or cards on assets discarded should
be segregated as these occur and one entry made at the
end of the year for all assets so discarded, the discarded
sheets then being bound together by years.
8. A fixed place on each sheet should be used for the deprecia
tion accumulated to a certain date and the years printed
in. Failure to take this precaution increases the work
with respect to this item probably as much as tenfold and
this is one failing of practically every plant-record card
that is met with in practice.
9. Plant-ledger sheets should be opened for the purchases
regularly at the lightest time of the month.
10. Additions under a fixed, reasonably small amount, depend
ing upon the size of the company and the nature of the
assets used, should be charged to expense when ac
quired and no asset with an estimated life of no more
than one year should be capitalized.
Many variations in the forms of records which may be used
suggest themselves. Some accountants prefer cards and others
loose-leaf ledger sheets, each of which has certain advantages.
Cards are more flexible than ledger sheets and are therefore gener
ally employed. The chief thing to bear in mind is to have all es
sential information on the records and to have a fixed place for the
amount of accumulated depreciation at the end of each particular
year. The card shown on page 172 is suggestive only and each
plant will find it convenient to have it contain certain other infor
mation having utility in the individual organization. It will be
noted that each third line is shaded to aid the eye in finding the
amount in any particular year. This enables one to prepare
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very rapidly an adding-machine tape of the total depreciation
accumulated on all assets.
A plate with a serial identification number attached to each
machine will facilitate a check on the asset and also the quick
culling of its card.
Life 20 years

Machine number 478 Shaper

Depreciation accumulated at December 31st.

Bought
10/6/27 VR 14860
American Mach. Co.

764 00

Sold or scrapped
12/31/45

50 00

27
28
29
30
31
32
33
34
35
36

9 05
47 25
85 45
123 65
161 85
200 05
238 25
276 45
314 65
352 85

37 391 05 47
38 429 25 48
39 ^^^^B^B^B
467 45 49
40 505 65 50
41 543 85 51
42 582 05 52
43 620 25 53
44 658 45 54
696 ^^^B
65 ^^^^BBB
55
45 ^BB^^^B
46 734 85 56

764 00

57
58
59
60
61
62
63
64
65
^^^^BB
66

-- ,

(Size 5" x 8"

The procedure is as follows: After the general-ledger accounts
have been closed for the month a card similar to that shown is
prepared for each piece of plant equipment acquired during the
month. The yearly depreciation provision based on the probable
life of the individual asset is at once calculated and spread on the
card in cumulative figures to the end of the asset’s expected use
fulness. The cards are arranged according to departments and by
serial numbers for convenience in finding them and to make sep
arate balancing of those appertaining to each department possi
ble. This makes it possible also to charge each department only
with its own depreciation.
At the end of each six-months period the amounts shown under
the bought section of all cards are balanced with the controlling
accounts to assure that cards have been prepared for all additions.
The depreciation section need be balanced only once a year.
Proceeds of sales have been applied on the cards as received so
that in the case shown above the balance would be $714, and this
amount, less the accumulated depreciation of $696.65, is charged
out at the end of the year. The plan intends that in the month
preceding the close of the year, or preferably twice a year, all
cards be gone over with the foremen of the respective departments,
the cards for assets no longer in existence segregated, and investiga
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tion made of the cause for their disappearance. In the last or
second-last month of the year an adding-machine list must be made
of the asset figures appearing on the cards and also one of the
depreciation accumulated to that date on all assets still carried.
Separate lists must also be made of the cards segregated because
of non-existence of the assets. Adjusting entries are now neces
sary and the adding-machine lists should be fastened to the
vouchers on which the entries appear, the segregated cards being
properly filed in permanent form. To illustrate the nature of the
adjusting entries the following example is given:
Information:
Ledger:
Total of asset controlling account at end of period................ $17,665.00
Total of reserve account, including monthly provision for
eleven months.............................................................
7,341.00
Cards:
Assets still on hand................................................................
16,745.00
Assets no longer existing, as per segregated cards...............
920.00
Accumulated depreciation on assets still on
hand (to end of year) ............................... $7,684.00
Accumulated depreciation on assets no longer
818.00
8,502.00
existing (to end of year).........................
Journal entries:
1. Profit and loss on sale of capital assets...........
Capital assets..............................................
To reduce capital asset account in respect of
assets sold and discarded.
2. Reserve for depreciation.....................................
Profit and loss on sale of capital assets ....
To transfer depreciation on assets sold and
discarded.
3. Profit and loss—Depreciation.............................
Reserve for depreciation.............................
To provide depreciation for year ($8,502.00 —
$7,341.00).

Dr.

$920.00

818.00

1,161.00

Cr.
$920.00

818.00

1,161.00

By carrying the depreciation on assets discarded to the end of
the year a small amount would, of course, be charged to deprecia
tion which would ordinarily be charged to profit and loss on sale
of capital assets. However, such amount would usually be very
small and would perhaps not even offset underdepreciation in
another asset for the year. If greater accuracy is desired the
depreciation on assets dismantled before July 1st may be stopped
as of December 31st of the previous year thus giving effect to an
average for the year.
The card shown provides for a period of 40 years. Some question
might be raised as to whether or not two cards will be necessary for
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assets acquired in the late years shown on the cards, and also some
objection raised that it will be necessary to make new cards for all
assets in the year 1967. The difficulty may be avoided by having,
on the opposite side of the card, spaces starting with that year,
these beginning at the exact place where the year 1927 appears
on the face of the card. From the year 1967 forward new cards
are made only for assets acquired from then on, the faces of these
beginning with the year 1967, or in register with the backs of the
old cards, and the reverse sides with the year 2007. By drawing a
red line across the depreciation section of all cards beginning with
the year 1927, when 1967 is reached all confusion as to which is
the active side will be avoided. As mentioned before, the im
portant point to remember is “a fixed place for the accumulated
depreciation at any one date.” Adding-machine slips can then
be run off in a small fraction of the time which would be required
if each card necessitated a careful inspection to ascertain the
amount applying to the particular year.
Under the system outlined a splendid plant ledger may be
maintained with a minimum of labor, the benefits of which will be
realized more and more as time goes on. The asset figure shown
on the balance-sheet will no longer represent a shell concealing an
atrophied clam; the depreciation reserve will not tend to depart
from facts in geometric progression; the disappearance of assets
may be discovered systematically; disputes with revenue agents
as to amount of depreciation, date of acquisition and cost of assets
and amount of final loss or profit will cease, and order will be
found where chaos existed before.
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